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future which will contribute to economic growth.
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1. Introduction
New Zealand serves as a good case study of the processes of
economic adjustment for a number of reasons. Its economic structure
has strong similarities with both the developed and less developed
country groupings: it is a small relatively open economy with a large
export oriented agricultural sector like many less developed countries,
but with a relatively high income level. New Zealand has followed an
import substitution and generally interventionist economic strategy of
greater intensity than most other high income countries. Furthermore,
New Zealand is an island state with high transport costs to and from
overseas markets.
Perhaps in part because of its size, isolation, cultural
heritage and historical ties, New Zealanders have stimulated and
supported a particular form of economic and political organisation over
a long period of time. It was, for example, at the forefront of
developments towards the 'welfare state' during the 1930's and
universal accident compensation in the 1970's. The New Zealand public
education system and women's sufferage were at the leading edge of
parallel global initiatives. The nationalisation and state control of
industry has been important throughout most of the period of European
settlement and on the development side, successive New Zealand
governments (at least until recently) have tended to rely heavily on
economic regulations, trade policy instruments and subsidies and grants
to effect the growth and shape of industry at all levels.
In short, Government planning and intervention have played a
major role in New Zealand's development. Many New Zealanders have
viewed our country as a rather unique ensemble of resource endowments
and at the same time, many have supported the use of policy instruments
to conduct numerous and far reaching social and economic experiments.
Some of these experiments have been lauded for their success, others
have failed and the jury is still out on many others~U.
The analysis presented in this paper is static in nature and
abstracts from important dynamic considerations. That is to say, the
manner and timing of adjustments to policy may be important elements of
the adjustment question. The recent Government "liberalisation"
attempts have raised questions as to the timing of policy and
regulatory changes, Stewart (1985). It may be hypothesised that policy
liberalisation ought to be made in fix-price sectors before the
flex-price sectors to ensure a smooth resource response to policy
change. Proponents of this view argue that in New Zealand the
liberalisation attempts are being made back to front. In addition, the
whole question of exchange rate over-shooting with financial
deregulation is an open one at this stage. However, in the interests
of space these dynamic issues are left to another paper.
The paper is designed to trace one strand of these economic
experiments, that of policy towards the tradeable sectors of the
economy over the last thirty years with particular focus on the policy
adjustment of the last few years. This period is choosen because it
encompasses a number of major turning points in the development
strategy and hence may provide greater insights into the processes of
policy adjustment in New Zealand.
1 See Page 26 for footnotes.
1
2The paper documents the changing economic performance in
relation to some aspects of changes in Government intervention in trade
policy, tax expenditures, production subsidies and regulations. This
work consists of a synthesis of past empirical studies with new
estimates of direct export assistance, tax expenditures and a recent
assessment of import protection. The second aspect of the paper is to
assess the impact of the development strategy on growth and employment.
It is necessary to add a cautionary note at the outset. There
are major gaps in our understanding both of the trade policy path of
the last fifty years and in particular of how recent policy changes are
affecting the neutrality of trade policy. There is no long term
consistent series of nominal or effective protection rates, for
example. Further, the degree of precision in measuring export
assistance is greater than for import protection. In part this is
because export assistance is based on tax expenditures and direct
assistance. The reader needs to bear these inadequacies in mind
throughout.
2. Economic Setting
Until the 1960's New Zealand's per capita income level ranked
in the top ten on a world scale, Gould (1982), when it is measured in
terms of GDP at the market exchange rate. Subsequently New Zealand1s
position has fallen. The structure of the economy, however, does not
match that of other countries at a high level of performance. This is
shown in Table 1. The primary sector of the economy is 2-3 times the
size of its counterparts in the countries of Western Europe and North
America. Within the primary sector, farming is the dominant industry.
The· manufacturi ng sector is hi ghly ori ented towards the
manufacture and processing of farm inputs and agricultural products.
It has been estimated, Guthrie and Lattimore (1984). that in 1976/77,
twenty per cent of GDP was generated by the broadly defined
Agricultural production. processing and distribution sector.
Furthermore this broad sector (Agriculture) employed 18 per cent of the
workforce as shown at the bottom of Table 1.
TABLE 1
GROSS DOMESTIC PRODUCT AND EMPLOYMENT BY SECTOR - NEW ZEALAND
Percentage of Total GOP Percentage of Total Employment
attributable to each Sector attributable in each Sector
Year
Manufact- Manufact-
Rural ~li ni ng uring Services Rural Mining uri ng Services
1950/51 19 1.0 25 55
1954/55 20.4 0.9 23.8 54.5 w
1955/56 16 0.9 24 59
1960/61 19 0.9 23 57 14 0.8 25 63
1965/66 15 0.7 25 59 13 0.6 27 63
1970/71 12 0.5 26 61 11 0.5 25 62
1971/72 13 0.5 23 64 12 0.4 24 62
1972/73 15 0.4 22 63 12 0.4 25 62
1973/74 13 0.4 22 64 12 0.4 25 62
1974/75 9 0.5 23 67 12 0.4 24 62
1975/76 11 0.3 22 67 12 0.4 24 62
1976/77 12 0.5 22 66 11 0.4 25 62
Agriculture I Agriculture20% 18%
Source: Lloyd et al (1980), adapted.1
4The manufacturing sub-sector of an industrial nature (ie. not
related to food and natural fibre products) would appear to be
relatively small in New Zealand. The service sector is similar in size
to that of other developed economies. Table 1 also shows that while
New Zealand agriculture tends to be more capital intensive than
manufacturing and services, the differences overall are not great.
This reflects the composition of farm output and the labour intensive
nature of processing livestock products.
The high degree of agricultural orientation is magnified in the
balance of payments. Table 2 presents the results of a two-way
breakdown of New Zealand visible exports. Products have been roughly
classified into either crude or manufactured product forms and
according to whether the export product is derived from one of five
sets of raw ingredients, livestock commodities (animals, milk and raw
wool etc), crops (barley, peas, seeds etc), timber, metals (iron ore
etc) or other. The final residual category includes imported raw
materials like alumina and human capital (eg. skill based products
like computer software). Some of the highlights of the table are drawn
out in the summary statistics at the bottom. In 1984/85, 75 per cent
of New Zealand export earnings were crude materials, a small drop from
1977. Second, over this nine year period around 90 per cent of export
receipts are from the sale of products based on local materials and
that figure has been quite stable. Manufactured exports, comprising 25
per cent of the total have tended to switch to a local material base
over this period.
The composition of imports is not given here but it complements
the export side. Imports consist mainly of industrial raw materials
(chemicals, oil and resins etc), equipment and semidurable and durable
consumer products or their components.
International trade has represented a high (23 per cent in
1980) but slightly decreasing proportion of GDP in the post World War
II period. Whereas New Zealand's trade dependance was amongst the
highest in the world up to the 1950 l s it has been surpassed to a
considerable extent by countries like the Netherlands, Belgium, Canada
and the Scandanavian countries. It is argued that this is one of the
results of the trade policy balance and the rapid growth in world trade
in manufactures in the 1950's and 1960's.
New
(Table 3).
imports, and
oi 1.
Zealand1s external terms of trade are highly volatile,
This volatility reflects the composition of exports and
over the last decade, the degree of dependancy on imported
It will be argued in this paper that while resource endowments
and demand conditions can be used to explain the economic structure and
performance of the New Zealand economy, the degree of Government
intervention has played a major role as well. For example, does the
relative size of agriculture and the industrial sector in New Zealand
solely reflect resource endowments or has the development strategy of
import substitution led to the stagnation of some elements of the
manufacturing sector and the maintenance of a relatively large
agricultural sector? A second set of questions revolve around the
stability question. World agricultural product prices tend to be less
stable than those of manufactures. One might well ask to what extent
the volatile external terms of trade conditions that have faced New
Zealand are the result of, rather than the stimulus for, Government
intervention in industrial development.
TABLE 2
COMPOSITION OF NZ VISIBLE EXPORTS
1977 1978 1982 1983 1985
Exports Based on: crude mfgdlTotal crude mfgd Total crude mfgd Total crude mfgd Total crude mfgd Total
a) Li vestock 2123 53 2176 2080 96 2176 4112 194 4306 4748 266 5014 5781 864 6645
b) Crops 144 43 187 144 97 241 519 82 601 626 134 760 1120 223 1343
c) Forestry 150 71 221 145 116 260 363 232 595 289 248 537 337 391 728
d) t~etal s 140 3 143 165 11 176 291 2 293 366 116 483 849 22 871
e) Mainly imported
or other
materi al s
-
457 457
-
282 282
-
799 799 - 896 896 - 1201 1201
TOTAL EXPORTS 2557 627 3184 2534 602 3135 5285 1309 6594 6029 1660 7690 8087 2702 10789
U'1
Summary
1. % Total Exports 80 20 100 81 19 100 80 20 100 78 22 100 75 25 100
2. % Based on local
materials (a) to( d) 86 91 88 88 89
3. Manufactures
based on local
materi al s % 27 53 39 46 55
imported
materi al s % 73 47 61 54 45
Source: Derived from External Trade Statistics, NZ Dept of Statistics, Wellington
1 Manufactured or highly processed products
l
63. Exchange Rate Policy
On December 7, 1938 foreign exchange controls were introduced
into New Zealand. These controls eventually involved monopoly control
of foreign exchange dealings by the Reserve (Central) Bank for a period
of 40 years, with some adjustments. Up till the breakdown of the
Bretton Woods Agreements, the NZ dollar was pegged to the pound
sterling and this was subsequently changed to the US dollar for a short
period in 1973, Economic Monitoring Group (1984). For the next ten
years the NZ dollar adjustment mechanism included a crawling peg and a
fixed basket approach interpersed with nine autonomous re-alignments,
(three re-valuations and six devaluations). These adjustments
culminated in a large 20 per cent devaluation in July 1984. This last
adjustment was followed by the adoption of a floating exchange rate in
March 1985.
Coupled with exchange rate policy was a long history of
interest rate controls in a variety of forms. These regulations set
ceilings on interest on deposits and lending and quantitative
restrictions on the source and use of funds. This was a repressive
financial market system which remained in force until 1984 with a break
from 1976-81 when a "rel atively flexible interest rate policy" was in
place, Deane et.al.(1983).
Since 1950, New Zealand has experienced modest inflation rates
by world standards. The inflation rate averaged 3 per cent up to 1967
but after that date and particularly over the period from 1975 to 1982.
New Zealand's inflation rate exceeded the OECD average. New Zealand
can be considered to be inflation prone from a high income country
standpoint. The rate of inflation contributed to negative real
interest rates. for long periods of time in many areas of the financial
market with associated non-price rationing and low savings rates. This
conti nued until 1984 when the de-regul ati on of the fi nanci al and
foreign exchange markets lead to an immediate reversal in the sign of
the real interest rate. Over the last 18 months, real interest rates
have been between +5 and +10 per cent.
These financial factors have combined over the years to cause
major differences between real income and expenditure in New Zealand
with differences being taken up by changes in foreign exchange reserves
and changes in foreign borrowing. Bascand and Carey (1985) have
analysed these effects and some of their data is reproduced in Table 3.
They have computed the real exchange rate by correcting the
administered market exchange rate index for our major trading partners
with relative cost differences between those countries and New Zealand.
Changes in the real exchange rate influence real expenditure by
affecting the relative price of tradables to non-tradeables. Changes
in the external terms of trade. on the other hand. influence the future
real income prospects.
The real exchange rate index is given in column 2 of Table 3.
If the terms of trade were stable, differences in the rate of change of
the market rate (administered) and the real rate would roughly indicate
the degree to which the New Zealand dollar was over or undervalued by
the exchange rate policy (given no change in trade. subsidy or other
structural policy). Alternatively such differences would indicate the
degree to which foreign borrowing or foreign reserves must change to
equilibrate the foreign exchange market. Given the volatile nature of
the external terms of trade it is preferable to use a measure which
includes an adjustment for world prices.
7Starting from a stable, balanced position, the extent to whichthe real exchange rate does not adjust in line with the terms of tradeis a crude indication of the degree of over or undervaluation of theexchange rate. It is crude because of the difficulty of establishing astarting point. Furthermore, this approach abstracts from otherimportant components of the foreign exchange market, includinginvisibles and the capital account.
The degree of exchange rate overvaluation2 presented in Table3 is computed by assuming that in 1968, the year immediately followinga devaluation, the exchange market was in equilibrium relative to theterms of trade.
The index given in column 4 indicates that over the period1958-1974, the degree of overvaluation (or undervaluation if negative)fluctuated plus or minus 11 per cent around its equilibrium value.This appears to be reasonably consistent with changes in foreignborrowing during the period 1958-59, 1963-66 and 1972-75. It does notappear to be consistent for the periods 1960-61 and 1967-69. However,after 1974 the index of overvaluation reflects the need for overseasborrowi ng very well. It suggests that the New Zeal and doll ar wasseriously overvalued from 1975 to 1984 by amounts varying from 10 to 28per cent. While this measure suffers from a number of deficiencies,the fact that the 1985 value is close to zero and that the March, 1985float did not initially result in a major appreciation or depreciation,is evidence of robustness. It is also worth noting that following thefloat, the concept of 'overvaluation' is not relevant in the absence ofexchange market intervention. However, that begs the question as towhether the exchange rate has been •overshooting' since the float.
One of the major effects of the currency mis-alignment is tomodify the effectiveness of the trade policies which were in place atthe time. Currency overvaluation tends to lower import prices andthereby reduces the effecti veness of import protecti on for theimportable sector. The true rate of import protection ought to reflectthis over-valuation effecr:-
NEW ZEALAND EXCHANGE RATE BALANCE AND OVERSEAS DEBT
Market Exchange Real Exchange External Degree Official Foreign
Year Rate Index Rate Index Terms Trade Over-valuation Debt
NZ$/unit F.E. NZ$/unit F.E. 1957=100 per cent per cent GOP
(1 ) (2) (3) (4) (5 )
1958 1.200 1.077 85 +11 9.4
1959 1.207 1.139 100 0 12.3
1960 1.213 1.139 96 +4 11.1
1961 1.212 1.128 90 +11 9.5
1962 1.215 1.123 94 +6 10.1
1963 1.221 1.121 99 0 10.6
1964 1.220 1.127 111 -11 9.9
1965 1.220 1.137 108 -7 9.3
1966 1.227 1.128 107 -8 8.7
1967 1.230 1.141 101 -1 9.8
196d 1.071 1.008 89 0 12.1
1969 1.069 1.012 88 0 11.7
1970 1.070 1.009 87 +1 10.2
1971 1.069 1.048 83 +10 10.0
1972 1.044 1.039 93 -1 9.5
1973 1.143 1.132 113 -11 7.1 CX)
1974 1.259 1.214 112 -5 5.1
1975 1.181 1.109 78 +23 10.8
1976 1.004 0.970 72 +19 17.3
1977 0.996 0.997 79 +9 18.6
1978 0.996 1.074 78 +19 21.4
1979 0.996 1.098 86 +11 21.0
1980 0.910 1.032 82 +10 20.6
1981 0.853 1.025 76 +18 20.1
1982 0.799 1.029 77 +18 22.8
1983 0.742 1.026 74 +23 28.4
1984 0.742 1.013 74 +22 26.7
1985 0.593 0.863 73 +4 35.1
Source: Columns (1), (2) and (3) Bascand and Carey (1985)
(4) The percentage difference between the real exchange rate
and the terms of trade normalised to be zero in 1968, the
year following a devaluation.
(5) Reserve Bank Bulletin, Wellington, various issues.
Note: F.E.: Foreign Exchange
On the exportable side, the overvalued dollar would tend to
similarly reduce perceived export prices and lower the value of export
subsidies to those industries. This index of overvaluation is
important in the following section where true protection rates over the
period are examined.
4. Historical Outline of Import Substitution Policy
The second part of the story begins with a diversion of sorts:
a policy change which occurred in 1932 and which lay dormant for over
fifty years.
In 1932, in the depths of the Great Depression, New Zealand
concluded a tariff agreement with the United Kingdom and the British
Commonwealth which established British Preferential Tariffs (B.P.) at
low levels (around 5 per cent) for Commonwealth trade, and
distinguished these from Most Favoured Nation tariffs which were at
least 20 per cent higher. This Ottawa Agreement (1932) resulted in new
Customs Tariff legislation being passed in 1934. Given the high
proportion of New Zealand imports sourced in the U.K. at the time,
this action probably had little immediate impact on New Zealand's cost
structure.
In 1938, New Zealand embarked upon a major swing in the thrust
of its development policy with the introduction of quantitative
restrictions (Q.R.'s) on imports and foreign exchange controls, Hawke
(1985). This import licensing arrangement added to higher tariff rates
that had been established following the British Commonwealth Trade
Conference. These interventions raised the level of import protection
considerably and ushered in a major import substitution phase in New
Zealand's economic history.
This last statement benefits from hindsight, of course. At the
time, Hawke (1985) argues, the controls were adopted as a crlS1S
measure. Viewed in this fashion, increased import protection and
exchange controls could be viewed as a New Zealand reaction to the
global trading difficulties which accompanied the Great Depression.
Such reactions were common around the world, though these 'beggar thy
neighbour' policies were introduced by most other countries in the
early part of the 1930's.
The first major attempt to remove QR's on imports occurred in
the early 1950's and by 1955 they had been almost entirely removed.
This liberalisation phase was reviewed in 1957 when the new Government
reacted to a serious decline in New Zealand's terms of trade by
reimposing import licensing.
During this period immediately following World War II, the
relative importance of the tariff as an import protection instrument
was increasing. Given the high proportion of imports originating in
the UK in 1934, tariff protection was low. However, during the period
1950-1970, the significance of the UK as an import supplier fell
considerably in favour of MFN nations, particularly Japan. Given the
higher (essentially default) MFN rates introduced in 1934 the relative
importance of the tariff gradually changed.
10
The first detailed analysis of the degree of import protection
available is for the period 1955/58, and is presented in Table 4. The
timing of this study is unfortunate because by this time a whole cycle
of what Giles and Hampton (1984) term 'forced industrialisation l had
been completed. Prior to 1934, import protection had been of the order
of 15-20 per cent based on tariffs alone, Lattimore (1984). In 1938,
virtually all imports were subject to quotas (licensing) and after that
date it is reasonable to assume that the rate of protection rose to an
average figure in excess of 35 per cent, perhaps by a large margin
because the rate of import protection averaged 34 per cent during the
period of liberalisation. By the mid 1960 1 s, nominal import protection
had risen to 54 per cent.
In the late 1960·s there was increased concern again regarding
the level of import protection following the Agricultural Production
Conference and the National Development Conference. According to Hawke
(1985), the Government came close to removing import licensing again in
1969 but 'drew back' from the proposal. Apparently, a concensus could
not be reached on introducing a more neutral trade policy stance.
This period may turn out to be another turning point in New
Zealand development history because around this time, a 15 year period
of Itariff compensation l to the export sector began. Tax expenditures
to farmers increased, direct production and export subsidies were
introduced which reached a peak in the period 1982-83 with large
subsidies for selected export products. The farm subsidies are
documented here but there are others in the forestry, tourist and
international transport industries that have had to be omitted for lack
of data.
The export sUbsidy component of the farm measures is given in
detail in Appendix B and an average for the tradeable sector is
reproduced in Table 4. During the 1950's, exports were subsidised
indirectly to a small extent through grants to agricultural research,
transport subsidies and for the control of noxious weeds. Explicit
export subsidies for manufactured exports were also introduced in the
first half of the 1960's.
The pace of 'tariff compensation' began to quicken in 1970 in
the form of both higher agricultural production subsidies, tax
concessions for farmers and export subsidies to manufacturers.
During the 1960's the import licensing system was increasingly
liberalised for raw materials and capital equipment. The proportion of
goods exempt from license rose from around 15 per cent in 1963 to 60
per cent in 1970. After 1970 the exemption list plateaued at about the
60-70 per cent level until 1979. This movement appears to have lead to
a reduction in the rate of import protection to 20 per cent by 1978/79,
as presented in Table 4. It is known that this is an incorrect
conclusion as the weighted average tariff alone at that time was higher
than 20 per cent. For this reason it might be better to assume that
the nominal protection rate remained in the 30-50 per cent range
throughout the period, 1960 to 1984.
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TABLE 4
NOMINAL RATE OF TRADE POLICY INTERVENTION, 1955-85
Year
1955/58
1964/67
1972/73
1978/79
1983/84
Nomi na1 Ra te Nomi na1 Rate
Import Protection Export Subsidy
(per cent) (per cent)
34.2 0.1
53.6 0.5
31.5 1.7
(20.3)a 2.3
30.9 11.1
Source: Appendix B, Table B.1.
a This estimate is thought to be seriously under
estimated and is reproduced only because it appeared in
the source report. For a fuller explanation see text.
Two years after the first major oil shock, New Zealand
accelerated the growth in export assistance again using both forms of
intervention, export and production subsidies. As shown in Table 4,
the rate of export assistance overall increased seven fold to 11.1 per
cent from 1972/73 to 1983/84. However, this average rate masked a wide
variation across export sectors. The lowest rate of export assistance
was given to the beef and dairy sectors (and a number of smaller
industries excluded from this study), as presented in Tables B.2.
B.5. The highest rate of export assistance was granted to the
sheepmeat industry where the nominal rate of export subsidy rose to 34
per cent to the sector overall in 1983/84 (Table B.2) to be on a par
with the average rate of nominal import protection.
Before examining the degree of neutrality in trade policy, an
explanation is required of the import protection rates for the latter
period. The import protection rate for 1983/84 was estimated by adding
the ad valorem tariff rates to the average successful bid price of the
import licenses tendered. By contrast the earlier studies are more
indirect and had to use price list comparisons to assess the protective
effect of the import licensing arrangements. The direct procedure
ought to be more accurate.
The import license tender scheme was introduced in 1980 and
si nce that time, data on successful premi urns pai d.are avail abl e for.26
rounds of tendering. Pickford (1984) has analysed the data for the
first 12 rounds which took place over the period 1981-84. A summary of
his results are shown in Figure 1. This Figure shows that around half
the nominal protection rate for the limited number of items offered was
in the form of the customs tariff. The remainder consisted of import
quota rent. The distribution appears to be bimodal with a high
incidence of protection rates between 50 and 60 per cent and another
peak between 80 and 90 per cent.
~ MILLION
12
FIGURE 1
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Distribution of Import
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FIGURE 2
IMPORT LICENSE TENDERS
Distribution of Import
Protection Rates, 1984/85
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The number of licenses was expanded in subsequent rounds both
in terms of the value offered per item and the number of items. When
the data for these later rounds (13-26) was analysed, the distribution
of protection rates changed considerably as shown in Figure 2. The
distribution becomes unimodal around nominal protection rates between
40 and 50 per cent and license premiums are very small in relation to
the tariff. The later tender data is used as the basis for estimating
nominal protection rates for 1983/84 because they encompass a broader
range of products.
Nevertheless the 1983/84 estimate of import protection in Table
4 is not as extensive as the earlier ones since it is limited to
product lines open to tender or exempt from licensing. Hence it
excludes some important sectors subject to 'industry plans' and other
industries, notably crude oil and petroleum products which have special
and perhaps more restrictive protection rates. This factor suggests
that the 1983/84 protection estimate is biased downwards and further
analysis will be necessary to clarify the issue.
The items covered by 'industry plans' and other special
arrangements are important because the performance of the sectors
involved is less transparent than other sectors at present and some
brief outline of the industries involved may be warranted. There are
three types of arrangements involved. The industries listed in Table 5
have been the subject of public hearings by the Industry Development
Commission (IDC) since 1979. For each of these industries (except town
milk for which no decision has yet been taken) the government has
decided on a gradual phasing out of import protection following an IDC
recommendati on and di scussi ons wi th the industry. Whil e some product
lines have been opened for public tender there is no clear picture of
the protection that remains. A second group of industries, listed in
Table 6 have followed a similar process except that the background
study was carri ed out by Government departments rather than the IDC.
In addition, there are a few industries producing strategic material
like petroleum which have been granted monopoly import rights.
Elements of protection are involved in these cases but the full effect
of the intervention is not known.
In spite of the tentative nature of the results shown in Table
4, one major conclusion may be drawn. The rate of nominal import
protection has always exceeded the rate of export subsidy by a wide
margin. Even when the level of export subsidisation peaked in 1984,
the rate of subsidy was probably only one third of the level of import
protection. Furthermore, as demonstrated in Table B.1. of Appendix B,
there is a wide distribution of protection rates on the export and
import substitute sides of the trade ledger.
If we examine effective rates of assistance, the variation in
industry protection is much wider. This is true for both exportable
and importable products. Effective rates of import protection are
given in Table B.8. and effective rates of export assistance in Table
B.9.
Effective import protection ranged from 140 to -48 per cent in
1978/79. In earlier periods, rates tended to be much higher and
accordingly more variable - the same pattern that was observed in
nominal rates.
In the early
for exports tended to
standards). However,
high levels in many
i mportab1es.
periods (1955-73), effective rates of assistance
be zero or small positi ve amounts (by New Zeal and
during the late 1970's, export assistance rose to
cases, rivalling in some cases the rates for
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5. True Protection Rates and Optimal Trade Policy
It is clear from the range of policies discussed so far that
intervention has been very extensive. Accordingly, it is likely that
the policies have had important effects on the cost structure of the
New Zealand economy as a whole, over the last 30 years or so.
In this environment, the nominal (or effective) rates of
protection computed at the sectoral level may be a poor guide as to the
degree of I resource-pul 1 I operating in the economy and hence the real
effects of intervention on the efficiency of resource allocation.
These latter effects depend upon the so-called true (or net)
protection rates. One way to examine these effects is given in
Appendix A based on the work of Sjaastad and Clements (1982).
The approach taken is to examine the effect of protection on
the price of non-traded goods. Import and export protection of a
general nature will affect the economy by raising the price of
non-traded goods. To the extent it does so, the true protection rate
is simultaneously reduced. This is the so-called 'incidence of
protection' factor.
Recent empirical work in Australia (Appendix A) demonstrates
that import protection tends to push up non-traded goods prices four
times as much as export subsidies do. That is, Sjaastad and Clements
(1982) have a preferred value of 0.8 for the incidence of import
protection. Russel (1985) has made a tentative estimate of the import
incidence parameter for New Zealand of 0.5. This figure is subject to
change as his work proceeds. In the meantime, if we assume that the
incidence parameter for New Zealand is of the order of 0.7, the true
protection rates can be computed from the nominal estimates in Table 4
using the method given in Appendix A. These true nominal protection
rates are given in the first two columns of Table 7.
The first thing to notice is that the true rates of import
protection are considerably lower than their uncorrected values. This
is simply because when the incidence of import protection is 0.7, each
100 percentage points of import protection leads to an increase of 70
percentage points in non-traded goods prices particularly through
factor costs. The true rate of protection for the import substitute
sector is accordingly eroded significantly. At the same time, the rise
in non-traded goods prices constitutes an implicit export tax.
In the New Zealand case where there have been explicit export
taxes as well as import duties, the two sets of policies work against
each other. The net effect is given in Table 7. While the import
substitute sector has received low to modest rates of assistance in
recent years, the export sector has been taxed by the mix of policies
used.
There appears to have been a downward trend in the degree of
the export tax since the period 1964/67. This has coincided with an
increase in manufactured exports. However, as late as 1985, there
remained a significant gap between the relative incentives to produce
for export versus production for the domestic market. In short,
policies in 1984/85 continued to have an anti-export bias as a result
of continuing distortions to the economy wide cost structure.
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The degree of exchange rate overvaluation (given in column
three of Table 7) has compounded the structural policy problem. The
exchange overvaluation which persisted throughout the mid 1970's to
mid-1980's is a monetary phenomenon which can offset or magnify the
real protection incidence. Take 1978/79 as an example. In that year
the balance of import and export protection policies appears to have
resulted in a true export tax of 6 per cent or so. At the same time,
the exchange rate was being overvalued by around 13 per cent and
financed by foreign borrowing. The degree of overvaluation was a
further tax of 13 per cent on the export sectors. At the same time the
overvalued exchange rate lowered import prices and reduced import
protection by 13 per cent so that net true import protection was itself
negative. The negative protection of the whole tradeable sector would
indicate that the non-tradeable sector was exerting a Iresource pull I.
It is important to also examine the true assistance rates at
the sectoral level. These results are given in Tables 8 and 9. As
with the uncorrected rates, the true effective protection for
importables has been high, declining and variable. The rates for
exportables is illuminating. In the 1950 l s and 1960's the true export
assistance levels were negative and most restrictive for manufactured
products. In this environment, it is hardly surprising that
manufacturing exports remained very small. These rates may also help
to explain why overall trade declined in relative importance to the NZ
economy over the period. Indeed, had the degree of agricultural
comparative advantage and technical advance been less, the farm sector
would not have achieved the growth it exhibited. Prior to 1972/73 when
the exchange rate was occassionally undervalued (-), the rate of import
(export) protection was raised above the true rates given in Table 7.
TABLE 7
AVERAGE TRUE RATES OF ASSISTANCE
True Rate Protection
(nominal terms)
Year
1955/58
1964/67
1972/73
1978/79
1983/84
Import
Substitutes
%
+14.7
+22.9
+16.4
+10.4
+13.8
Export
%
-14
-20
-10
-6
-3
Degree of
Exchange Rate
Overvaluation (+)
(Av. 3 years centred)
%
-5
-7
-1
+13
+20
Source: Table 4 and Appendix A.
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How do these estimates of general cost effects compare with
other studies? Gibson (1985) in his analysis of agricultural
protection included an offsetting item which he called the 'cost
excess' to agriculture, of import protection. He used an assumed value
of 20 per cent. If the nominal rate of import protection in 1984/85
was around 34 per cent, (with omega = 0.7) then his assumption is
broadly in agreement with the estimates made here.
Philpott (1985) has also estimated the effect of import
protection on the cost structure of the export sector including
agriculture. He estimates that the removal of all current (presumably
1984/85) protection would reduce current (capital) costs in agriculture
by 3.5 per cent (8 per cent). This is signficantly lower than the
estimates given here or assumed by Gibson. If the Philpott figure were
correct, it would imply that the import protection incidence parameter
was less than 0.1. Such a low value has not been observed in the ten
studies cited by Sjaastad and Clements (1982) for a range of countries
not dissimilar to New Zealand in economic structure. It is possible
that the Phil pott analysi s has constrai ned the outcome in some fashi on
so that it is unable to measure the full extent of the cost shifts
involved in import protection.
TABLE 8
TRUE EFFECTIVE RATES OF ASSISTANCE FOR IMPORTABLES
PERIOD
Sector 1955/58 1964/67 1972/73 1978/79
per cent
1982/83
Beverages etc. -41 -28 42 11
Other Textiles 21 137 48 33 179
Footwear 34 59 50 39
Clothing 91 864 138 120
Furniture 64 140 25 -35 51
Printed Products -1 3 -28 -19 26
Leather Goods 17 134 88 69
Rubber Goods 4 53 87 54
Chern. Fertiliser -35 -44 -13 0
Petroleum Products 22 -51 -70 -52
Other Chemicals 25 41 81 62
Non-Metallic Min. -27 -9 9 7
Basic Metal Prods.-20 110 -3 -6
Metal Prods. 56 474 77 60
Machinery 102 59 39 66
Electrical Prods. 85 305 312 66
Vehicle Assembly 2060 62 very negative 29
Other Transport 19 6 33 29
Misc. Manufact. 44 129 71 62
Source: Table rates adj usted by the procedure described in Appendix
A, equation A.16.
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The next question that is considered is the optimal trade
policy stance for New Zealand. If, for policy purposes, New Zealand is
a" price taker in the world market for tradeable goods and if the
'infant industry' argument is not valid for New Zealand at our present
stage of development, then the trade policy stance ought to be neutral
as between exportables and importable products. This would involve
eliminating the implicit export tax which has existed for decades in
New Zealand. These conditions might be examined in turn.
TABLE 9
TRUE EFFECTIVE RATES OF ASSISTANCE FOR EXPORTABLES
PERIOD
1955/58 1964/67 1971/73 1978/80 1983/84
Sector per cent
Agriculture
-14 -3 21 largeSheepmeats -13
Wool -13 -14 1 8 70
Beef -12 -14 -4 4 18
Dairy -13 -12 a 46 24
Beverages etc.
Other Textil es
Footwear 32 25
Clothing 28 21
Furniture 6 1
Printed Products 24 17
Leather Goods 74 65
Rubber Goods
Chern. Fertiliser
Petroleum Products -15
Other Chemicals
Non-Metallic Min 21 15
Basic Metal Prods. -7 -12
Metal Prods. 27 20
~1achi nery
Electrical Prods.
Vehicle Assembly
Other Transport
Misc. Manufact.
Source: Table B9 rates adjusted by the procedure described in
Appendix A, equation A.18.
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The 'price-taker' condition is concerned with the degree of
responsiveness of world demand and supply to changes in New Zealand
export supply and import demand. But the condition is also dependant
upon the source of the international responsiveness and the ability of
New Zealand to manage the intervention mechanism should it be
appropriate. That is to say, it is necessary but not sufficient to
show that export demand elasticities facing New Zealand are not
infinite before considering an optimal export tax. The sufficient
condition requires also that the New Zealand government can institute
and manage an instrument that will capture the additional trade gains
available. Given the serious concerns that have been raised over the
efficiency of government regulation and intervention management here
and abroad over the past twenty years, the management question may be
more important than the elasticity one.
Let us examine the consensus of the profession on the trade
elasticities facing New Zealand. This is not a simple question because
there are serious difficulties associated with trying to estimate trade
elasticities directly. The results tend to be biased downwards,
exaggerating the potential intervention gains. Analysts appear to be
in agreement that the importable supply to New Zealand is perfectly
elastic and that would coincide with a micro approach to the world
market, given N.Z.'s extremely small world market share, Cronin (1984).
There is less consensus on the export side. It is common, ego Bascand
and Carey (1985), for analysts to assume on the basis of the evidence
that New Zealand is a price taker in world market for policy purposes,
O'Brien (1981). Furthermore, the micro foundations of the excess
demand elasticities outlined by Cronin would support this contention if
the level of product aggregation under consideration is limited to the
one or two digit level, ego meat, wool, metal products, consulting
services or grain. This again is a function of the New Zealand market
share factor and the responsiveness of our export competitors or close
substitutes in world markets.
It may be worth noting that the above framework is completely
different from that of marketing managers of firms. At a lower level
of aggregation, marketing experts would often argue that New Zealand
has significant levels of influence over conditions of sale including
price. This argument, however, is beside the point when discussing
trade policy intervention of the form of Government export taxes or
their second best alternatives, import tariffs and quotas.
The 'infant industry' condition is another where a range of
opinion exists in New Zealand. While it has yet to be proven, there is
growing evidence in New Zealand that the import substitution bias which
has existed in New Zealand since the 1930's has hindered industrial
development, stimulated foreign ownership, reduced employment growth
and reduced real income. These results would be expected if New
Zealand's trading environment were that of a small country and the
domestic market alone offers few (if any) opportunities to exploit
economies of size.
The empirical evidence also points in this direction. New
Zealand's GOP per capita fell from third place in the world to
nineteenth by 1975, a period which encompasses a high level of implicit
export tax. It appears as if the manufacturing sector completely
missed the opportunity to participate in the world trade growth in
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manufactures of the 1950·s and 1960·s, in part because of the high
disincentive to produce for export. In more recent years, the
manufacturing sector has increasingly shared in export growth. Perhaps
in part this is due to the reduction in the true export tax as a result
of the changing trade policy balance. Furthermore, New Zealand's rate
of growth of real GOP has been above average over the last five years
as compared to the OECD group, Philpott (1985).
6. Recent Policy Changes Affecting Trade
In July 1984, the new Government came into power. Since that
time a number of major policy changes have been made. Some of these
policies have reinforced or accelerated policy thrusts which were
underway, others were new policy directions (though such distinctions
are often undefined in policy making circles!)
Two days after the election, the exchange rate was devalued 20
per cent and this was followed by major changes in intervention in
capital markets. In March 1985, the exchange rate was floated. The
effect of these changes was to remove the high level of overvaluation
of the NZ dollar which had persisted for some years, as shown in Table
3. Nominal interest rates rose in the face of rising inflationary
expectations and the large Government borrowing requirement, both of
which caused an appreciation of the exchange rate following the float;
close to it's pre-devaluation level (in terms of foreign exchange) for
a period in late 1985.
On the real side of the economy, the Government qUickly
affected the trade policy stance by announcing the phasing out of
export incentives and export production grants and subsidies over a two
year period. In the import substitute sector Government referred a
number of additional industries to the IDC for review and continued the
practise of introducing 'industry plans' to phase out high levels of
import protection (wheat and flour, eggs and town milk). The import
license tendering system (introduced in 1980) was continued and in
September 1985, it was annnounced that tariff rates were to be slowly
reduced by 5 per cent of their existing levels (which average 30 per
cent), except for high tariffs (above 50 per cent) which would have 5
percentage points removed in July, 1986. In July 1987, it was
anticipated that all tariffs would be reduced by 10 per cent with
another review in 1988. While this was to have been a final tariff
agreement, it was further announced in early December, 1985 that all
tariffs on items not produced in NZ would be reduced to zero on January
1, 1986 and that some other tariffs on key export sector inputs would
also be reduced.
Each of those policy changes is potentially important for the
balance of trade policy and while very recent data of this type is
difficult to obtain, the following forecasting exercise is attempted.
It must be borne in mind that much of the data is preliminary or even
speculative in nature.
The following table (Table 10) shows the degree to which
non-traded goods prices have been raised by the balance of trade policy
interventions in the past. This is the amount by which the incidence
of protection parameter (or degree of structural overvaluation of the
exchange rate referred to earlier) has raised general prices and costs
relative to traded goods prices. It includes the effects of import
protection and export assistance.
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TABLE 10
INCREASE IN NON-TRADED GOODS PRICES
RESULTING FROM TRADE POLICIES
(for Omega = 0.7)
Period
1955/58
1964/67
1972/73
1978/79
1983/84
1986/87 (Forecast)
Non-Traded Goods Prices
(per cent increase)
17
25
13
(9)
15
12
Source: Appendix A
The forecast of the non-traded goods price effect has been made
assuming that the announced 5 per cent tariff reductions in 1986
proceed, that export incentives and all import licensing arrangements
are phased out and that the scheduled eliminations and reductions in
grants and subsidies to agriculture are carried out. This would imply
that import protection would remain in the form of tariffs alone. The
average nominal tariff in 1986/87 would be 28.5 per cent but in many
cases effective protection rates in the importable sector would be
considerably higher than that figure. It is important to note that
this forecast is conditional on policy changes up to September, 1985.
It takes no account of the December tariff decision nor does it attempt
to speculate on what additional policy changes might be made in the
future. The forecast is based on this snapshot of policy as it existed
in late 1985.
In the exportable sector, there would be a large reversal in
true effective export assistance rates. As shown in Table 11 effective
rates of export assistance are planned to fall to between zero and 17
per cent by 1986. The maintenance of relatively high tariffs means
that the true rates (Table 12) would become negative for industries
exporting wool, dairy products and industrial products and close to
zero for beef and sheepmeats. Taken together, these elements would
continue the import substitution stance of the past.
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TABLE 11
FORECASTS OF EFFECTIVE RATES OF ASSISTANCE, MAJOR EXPORTABLES
YEAR
Sector 1983/84 1986/87
Sheepmeats 1arge 17
Wool 95 9
Beef 36 12
Dairy 43 11
Industrial (Simple av.) 38 0
Source: Values for 1983/84 from Tables B.2. to B.5.
Forecast values are based on market performance
in 1983/84 (1982/83 for sheepmeats) and the
policy changes described in the text. The
details are given in Tables B.2. to B.5.
TABLE 12
FORECASTS OF TRUE EFFECTIVE RATES OF ASSISTANCE, MAJOR EXPORTABLES
YEAR
Sector
1983/84 1986/87
Sheepmeats large 4
Wool 70 -3
Beef 18 0
Dairy 24 -1
Industrial (simple av. ) 20 -11
Source: See text
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7. Summary and Conclusions
Over the last fifty years, successive New Zealand Governments
have experimented widely with economic policies. It is almost as if
they have attempted to test the linfant industry' argument, the
Prebisch/Singer hypothesis, the command economY model and tariff
compensation simultaneously. It is increasingly clear that the
experiment as a whole has failed.
The present Government has clearly stated its intention to
reform Government policy as a whole and much has already been
accomplished. However, the long term goals for the trade policy stance
are not entirely clear. As export assistance has been removed since
1984, the trade strategy has tended to become more import-substitute
oriented and accordingly biased against exports. If this were to
persist, real income and employment growth and industry development
will be affected accordingly.
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FOOTNOTES
1 The interested reader is directed to the following three
references for a succinct economic history of New Zealand from
the time of European settlement to 1982, Condliffe (1930);
Hawke (1985) and Gould (1982). Each has an excellent set of
further references.
2 This concept of disequilibrium in financial terms needs to be
distinguished for the degree of structural overvaluation of the
exchange rate which is introduced in the next section.
Structural overvaluation refers to trade policy imbalances or
the non-neutral treatment of the import substitute and export
sectors.
27
REFERENCES
Bascand, A. and D. Carey (1985), "Exchange Controls and Real Exchange
.Rate Adj ustment" . Paper presented at AAES Conference, AERU
Discussion Paper No. 97, Lincoln College, Canterbury.
Belassa, Bela (1971), The Structure of Protection in Developing
Countries, John Hopklns Press, Baltlmore.
Condliffe, J.B. (1930), New Zealand in the Making: A Survey of Social
and Economic Development, George Allen and Unwin, London.
Corden, M. (1971), The Theory of Protection, Oxford: Clarendon Press.
Cronin, fvl.R. (1979), "Export Demand Elasticities with Less than
Perfect Markets", Aust. J.Ag. Econ Vol. 23 (1), April.
Deane, R.S., P.W.E. Nicholl and R.G.Smith (1983) Monetary Policy and
the New Zealand Financial System, Reserve Bank, Wellington
Department of Trade
Worksheets",
Well i ngton.
and Industry, (1985),
mimeo, Department of
II Impact
Trade
Li cens i ng Data
and Industry,
Economic Monitoring Group (1984), "Strategy for Growth II , Report No.3,
Economic Monitoring Group, NZ Planning Council, Wellington.
Gibson, B.C. (1984), "Measurement of Assistance to Pastoral
Agriculture, 1979/80 - 1983/84". Draft Discussion Paper 8/84,
IVlinistryof Agriculture and Fisheries, Wellington.
Giles, D.E.A. and Peter Hampton (1984), "Regional Production
Relationships During the Industrialisation of New Zealand,
1935-48", J .Reg.Sci. ,Vol 24(4).
Gould, John (1982), The Rake's Progress, Hodder and Stoughton,
Auckland.
Hawke, G. (1985), The Making of New Zealand, Cambridge University
Press, Cambridge.
Lattimore, R. (1985), "New Zealand Economic Development: A Brief
Overview of Unbalanced Industry Growth", AERU Discussion Paper
No. 94, Lincoln College, Canterbury, New Zealand.
Lattimore, R.G. and M.D. Wood-Belton (1986), "Tax Expenditures in New
Zealand Agriculture", AERU Research Report, forthcoming,
Lincoln College, Canterbury.
Lloyd, P.J. et al. (1980), "New Zealand's Long Term Foreign Trade
Problems and Structural Adjustment Policies", Planning Paper
No.6, NZ Planning Council, Wellington.
28
O·Brien, M.B. (1981), liThe External Sector and the Economy: A Review
of the Econometric Evidence ll , Discussion Paper G81/3, Reserve
Bank of New Zealand, Wellington.
Ottawa Agreement (1932), Imperial Economic Conference at Ottawa:
Summary of Proceedings and Copies of Trade Agreements, His
Majesty·s Stationary Office, London.
Philpott, Bryan (1985), IIEconomic Research and Economic Policyll,
Oiscussion Paper No. 29, NZIER, Wellington, Page 11.
Pickford, I~. (1984), A New Test for Manufacturing Industry Efficiency -
An Analysis of the Results of Import Licence Tendering in New
Zealand, Working Paper, Massey University
Reserve Bank of New Zealand (various issues), Reserve Bank
Well i ngton.
Russel, Patrick (1985), liThe Incidence of Protection in New
unpublished manuscript, Department of Trade and
Wellington.
Bull eti n,
Zealand,lI
Industry,
Sjaastad, Larry A. and Kenneth W. Clements (1982), liThe Incidence of
Protecti on: Theory and rvleasurement ll , Di scuss i on Paper,
University of Western Australia.
Stewart, J.D. et al. (1985), IIEconomic Management and Land Use
Issues", Commentary by Independent Study Group to Federated
Farmers (NZ), Wellington.
Stonyer, E. Y. (1985), liThe Impact of Recent Pol icy Changes in the New
Zealand Sheepmeat Industry,lI Paper Presented to the Australian
Outlook Conference, Canberra.
Treasury (1984), The Structure of Industry Assistance in New Zealand:
An Exploratory Analysls, undertaken by Syntec Economic Services
Tweedie, A.J. and Spencer, G.H.
Zealand Export Industries,
Discussion Paper, G/81/1.
(1980), IISupp ly Behaviour in New
IIReserve Bank of New Zealand,
APPENDIX A
The Incidence of Trade Policy Intervention
A trade policy incidence model has been developed by Sjaastad
and Clements (1982) which is based upon the impact of intervention on
the home (or non-traded) goods market in a real economy setting. This
approach abstracts from the monetary sector. Thi s approach parall el s
other models such as those of Belassa (1971) and Corden (1971) which
attempt to characterise the general equilibrium impact of major trade
policy settings. This effect has various names including the degree of
structurql overvaluation of the exchange rate due to trade policy
intervention, Lattimore (1985). This outline summarises in a more
pedestrian fashion the Sjaastad and Clements model and provides the
formulae required to compute the true protection rates afforded various
export and import sUbstitute industries in New Zealand since the period
1955-58.
Sjaastad and Clements (1982) derive the incidence of import
protection (w) in a three sector model of the real economy involving
exportables, importables and home goods. The supply (qs) and demand
(qd) for home goods may be written as follows,
qs = f(Pe,Pm,Ph; )
qd = f(Pe,Pm,Ph; )
A.!.
A.2.
assuming that real income and factor endowments are fixed and
where the piS represent the prices of exportables, importables and home
goods respectively. Totally differentiating and dividing both sides by
q we have:
dqs oqs dP e qs dPm oqs dP h
- +- -+
qs oPe qs oPm qs o Ph qs
dqd oqd dPe + oqd dPm 0 Pd
dP h
= - - -+-
qd oPe qd oPm qd oPh qd
A.3.
A.4.
If the rate of change (dx/x) is denoted by a hat (A), equation
A.3 and A.4 may be rewritten as:
1\ s " n~ " + n~ "qs = ne Pe + Pm Ph A.5.
1\ d " n~ 1\ + ng 1\ A.5.qd = ne Pe + Pm Ph
where the n1 are compensating supply and demand price
elasticities (both ~wn and cross price).
The homogeneity condition and market equilibrium requires
that:
L::- nf = Ln~ = a A. 7.1
qs = qd A.8.
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so that combining equations A.5 to A.8 gives
where
It.. It.. It..
Ph = wPm + (l-w) Pe
= n~ _ nffi
w
nR - nR
A.9.
Under reasonable assumptions, ill will be positive and is
referred to as the protection incidence parameter. It is the
proportion of import protection that is an implicit tax on the
exportable sector. Conversely, O-w) is the proportion that explicit
export subsidisation is an implicit tax on the importable sector.
A.10.
(l+t) and Ph = Ph (l+wt)P _ pfm - m
If the tradeable sectors are affected solely by a uniform ad
valorem import tariff (t), the true tariff (true net protective
effect), T is given by: T = 6(~
h
where prices will move from their free trade position (superscript f)
by
If the free trade price ratio is normalised then,
Tt= 6(fm.) = (l+t)/(l+wt) -1 A.ll.
Ph
Furthermore, the true export subsidy (0) in this situation would
be given by:
at = 6 (Pe ) = l/(I-t) -1
Ph A. J.2.
where 0<0 for all 0, t)O.
A.l3.
would
be:
Alternatively, if a uniform export subsidy (s) was the sole
intervention instrument in the tradeable sector, the true tariff
protection would be given by
TS = 1/(1+ [I-w] s) -1
where Ts <0 for O<w(1
and 5>0
In this case the value of the true export subsidy (as)
as = 6(£jJ = (1+5)/(1+ (I-ill] 5) -1
Ph
A.14.
In the presence of many importables and exportables the
true nominal and effective tariff and export subsidy is then given by:
True Nominal Ti 6(P~) = (l+ti)/(I=wt) (1+ [I-w] $) -1 A.15.
tariff Ph
True Effective T~= (l+t~)/(l+wt) (1+[I-w]s) -1
tariff
A.16.
(l
>
<
)
True Nominal
Export Subsidy
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0i = .6(P~) = (l+s i )/(1+wt)(l+(l-w]s) -1
Ph
True Effective 01 = (1+s1)/(1+wt)(1+(1-w]s) -1
Export Subsidy
-
where t and s are trade weighted averages of all rates.
A.18.
The incidence factor (ru) has been estimated for a number of countries
by Sjaastad and Clements (1982) and preliminary work has been started
on the New Zealand case by Russel (1985). These results are given in
Table A.I.
TABLE A.!.
Long Run Estimates of Protection Incidence (w)
Country
Chile
Uruquay
Argentina
El Salvador
Australia (1)
(2 )
(3 )
New Zealand
Source: see text
Period
1959-71
1966-79
1935-79
1966-76
1950-80
Computable G.E. Model
Orani
1959-84
Omega
0.53 - 0.59
0.51 - 0.57
0.38 - 0.48
0.70
0.59 - 0.67
0.65 - 0.88
0.83
0.42 - 0.57
Since the New Zealand estimates are very tentative, a value of
of 0.70 is used in this paper,it being between the more reliable
Australian estimate using ORANI and the estimate by Russel (1985).

APPENDIX B
Nominal and Effective Rates of Protection
1. Introduction
Given the time frame and wide industry coverage involved in
this study, an effort has been made to draw upon previous studies
whenever possible. The main sources of previous estimates of
protection at the sector level are a recompilation of four effective
protection studies for New Zealand manufacturing industries for the
period 1955/58 to 1978/79 summarised by the Economic Monitoring Group,
EMG (1984) a study of protection using early import licensing tender
information by Pickford (1984), a detailed study of agricultural
assistance, Gibson (1984), the first report of the SYNTEC consultants
to the Treasury (1984), and studies on tax expenditures and long term
agricultural assistance carried out by the Agricultural Economics
Research Unit, Lattimore (1985) and Lattimore and Wood-Belton (1986).
2. Sectoral Classification
The economy is disaggregated into 23 tradeable sectors, four
based on primary agricultural commodities (wool, beef, sheepmeats and
manufacturing milk) and 19 industrial sectors. The so-called
agricultural sectors comprise the input supply, farm and processing
sub-sectors which can be closely identified with the production and
processing of the raw farm commodities into tradeable products at the
wholesale level. They correspond to the sectors identified by Gibson
(1984). The industrially based manufacturing sectors are taken from
EMG (1984). The SITC and CCCN concordances for these sectors is given
in Tables B.6. and B.7.
An additional concordance is required to compute the import
licensing premiums and tariffs, between domestic manufactured otuput
and the tariff codes (CCCN basis). This classification for 1981/82 is
taken from DTI (1985) based on worksheets prepared by the Department of
Trade and Industry. In this data set, manufacturing output from the
1981/82 Census of Manufacturing was classified by tariff code for
non-industry plan items. It was inflated to approximate 1983/84 values
using the producer price index deflator of 8.8 per cent. Exports by
CCCN category were deducted to estimate domestic use of locally
manufactured products.
3. Periods of Study
Five periods are chosen to measure the balance of export
subsidization and import protection, 1955/58, 1964/67, 1972/73, 1978/79
and 1983/84.
4. Export Assistance
Subsidies to New Zealand exports have arisen from two broad
types of instruments. Since 1964, a range of explicit export subsidy
programmes have been in place for exports of manufactured products.
These programmes are outlined in Treasury (1984) and have excluded
most, but not all, products of agricultural origin.
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It has been estimated by Morgan and cited in Tweedie and
Spencer (1981) that the nominal rate of export subsidy for export of
industrial products in 1955/58, 1964/67 and 1972/73 was 0, 9 and 14
per cent respectively. These values are shown in Table B.1.
Industrial export sUbsidy rates for the latter two periods are taken
from Treasury (1984) for selected sectors.
The recent type of export subsidy consists of a range of grants
and production subsidies to the major export industries. Only the
agricultural sectors are included here. This is an important
restriction because there are a number of subsidy and grants programmes
and regulations which are thought to provide assistance to the
international transport, tourist, forestry and other service
industries. In the absence of estimates for these sectors (implicitly
assumed to be zero) the following estimates of export assistance
overall is biased downwards. This will tend to exaggerate the true
protection and assistance rates estimated in the report.
The rate of assistance to the four major agricultural
industries is estimated in detail and the results given in Table B.2.
to B.5. The data for the years 1979/80 to 1983/84 and the methodology
are mostly taken from Gibson (1984). However, it is important to note
that the sectoral definitions used here differ significantly from
Gibson (1984). No assumptions regarding the incidence of agricultural
subsidies within the sector are made in this study.
Agricultural industry output and value added have been derived
from the Agricultural Statistics and various input-output tables. The
latter are available in five yearly intervals from 1954/55 to 1981/82.
The value of assistance estimates from 1979/80 to 1982/83 are
taken from Gibson with the exception of tax expenditures. The value of
tax expenditures (concessions) is based on more recent analysis,
including the value of explicit export subsidies to agriculture, from
Lattimore and Wood-Belton (1985). All assistance data for years prior
to 1979/80 has been taken from Lattimore (1984) and computed using the
Gibson (1984) methodology.
The
equivalent
exported.
rate of assistance is taken as the export subsidy
since 70-90 percent of output in each of these sectors is
TABLE B.1.
NOMINAL EXPORT SUBSIDIES AND IMPORT PROTECTION TRADE WEIGHTED
SELECTED YEARS, 1955 to 1984
1955/58 * 1964/67 *
Exports Nominal Imports Nominal Exports Nominal Imports Nominal
($ million) Export ($ million) Import ($ ·mill ion) Export ($ million) Import
Subsi dy Protection Subsidy Protecti on
(t) (t) ('%) (%)
(1954/55) (1965/66)
Agri culture:*
Sheepmeats 84.002 0.1
- 0 141.004 0.4 - 0
Wool 211. 918 0 - 0 209.350 0
-
a
Beef 41.610 0.1 - 0 60.080 0.3 - a
t4nfd Mil k 127.328 0.2 - 0 180.902 0.2 - 0
Beverages & w
Tobacco 0.386 0 11. 934 120 0.914 9 8.764 134 C.J'1
Other Textiles 0.236 0 72.614 29 0.914 9 73.722 62
Footwear 0.004 0 2.250 36 0.096 9 1.240 59
Clothing 0.018 a 6.511 48 0.316 9 3.532 103
Furniture 0.010 0 0.875 44 0.078 9 0.159 68
Printed Products 0.183 a 7.623 21 0.446 9 13.896 3D
Leather Goods 0.152 a 2.132 21 0.320 9 1.318 53
Rubber Goods 0.103 0 3.330 22 0.358 9 4.867 56
Chemical Fertilisers 0.006 a 3.528 0 0.032 9 6.783 0
Petroleum Products 1.340 0 43.648 17 4.588 9 64.344 3
Other Chemicals 5.124 a 34.381 28 18.672 9 61.613 45
Non-metallic
~Ii nera1s 0.081 a 10 .131 4 0.528 9 11.070 23
Basic Metal
Products 0.208 0 60.643 5 0.920 9 80.236 61
Meta1 Products 0.656 a 26.540 39 1.848 9 22.680 81
Machi nery 0.996 0 74.644 46 2.438 9 88.601 59
Electrical Products 0.272 a 30.938 42 1.200 9 58.491 92
Vehicle Assembly 0.143 0 48.544 61 0.335 9 77 .039 48
Other Transport
Goods 0.319 0 6.765 35 0.750 9 17.347 35
Misc Manufactured 0.231 a 12.176 34 1.666 9 9.696 74
Sub Total 475.326 0.1 459.207 34.2 627.756 0.5 605.398 53.6
Other Goods and
Services 141.2 0 193.4 0 239.9 0 312.6 0
Total Visible &
Invi si bl e Trade 616.5 0.1 652.6 34.2 867.7 0.4 .918.0 35.3
(June Years)
Table B.1. cont'd over page
%) %)
TABLE B.1. continued
NOMINAL EXPORT SUBSIDIES ANO IMPORT PROTECTION TRADE WEIGHTED,
SELECTED YEARS, 1955 to 1984
1972/73 1978/79
Exports Nominal Imports Nominal Exports Nomi nal Imports Nominal
($ mi 11 ion) Export ($ million) Import ($ million) Export ($ mi 11 i on) Import
Subsi dy Protection Subsidy Protecti on
(%) (%) (%) (%)
(1971/72 ) (1979/80)
Agriculture:
Sheepmeats 452.556 0.3 - 0 589.778 2.2 - 0
Wool 397.223 0 - 0 678.392 0 - 0
Beef 230.852 0.1 - 0 505.183 0.7
-
0
Mnfd Mil k 306.225 0.2 - 0 483.025 2.1 - 0
w
Beverages & 0'\
Tobacco 3.553 14 16.502 64 9.826 34.3 35.068 13
Other Textil es 17.097 14 119.515 29 18.220 12.1 279.723 21
Footwear 0.434 14 2.405 43 3.997 15.0 7.785 36
Clothing 2.878 14 4.232 63 28.110 12.1 9.339 54
Furniture 1.430 14 0.663 28 15.871 11. 7 3.227 21
Printed Products 2.902 14 31.055 0 11.070 17.9 71.306 0
Leather Goods 7.015 14 1.842 36 55.221 7.2 5.099 29
Rubber Goods 1.628 14 11. 703 44 3.948 (7.2) 28.102 37
Chemical Fertilisers 0.064 14 18.331 0 1.074 4.6 36.423 9
Petroleum Products 13.683 14 96.593 -10 68.762 (0) 542.395 0
Other Chemicals 35.244 14 157.159 33 127.430 (4.6) 433.018 26
Non Meta11 i c
Minerals 3.734 14 17.951 19 17.117 13.1 50.191 13
Basic Metal
Products 34.985 14 121. 247 12 200.203 3.6 316.880 6
Metal Products 9.036 14 40.910 39 45.155 13.9 100.052 32
Machinery 16.460 14 198.900 33 77 .959 (13.9) 587.068 36
Electrical Products 14.964 14 78.010 63 50.961 (13.9) 126.458
Vehicle Assembly 5.939 14 172 .691 52 24.531 (13.9) 346.445 23
Other Transport
Goods 6.432 14 29.160 45 42.917 (13.9) 160.176
Misc. Manufactured 11.402 14 26.479 45 53.018 (13.9) 61.873 37
Sub Total 1575.736 1.7 1145.348 31.5 3111. 768 2.3 3200.628 20.3
Other Goods and
Services 525.9 0 795.8 0 1864.2 0 2247.4 0
Total Visible &
Invisible Trade
(June Years) 2101.6 1.3 1941.1 18.6 4976.0 2.0 5448.0 11.9
Table B.1. cont'd over page
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TABLE B.1. continued
SELECTED YEARS, 1955 to 1984
1983/84
Exports Nominal Imports Nominal
($ million) Export ($ mill ion) Import
Subsi dy Protection
(%) (%)
(1983/84)
Agricul ture:
Sheepmeats 1022.021 34.0
Wool 1119.595 7.0
Beef 815.755 1.0
Mnfd Mil k 1287.517 0
Beverages &
Tobacco 17.775 7.7 66.319 18.0
Other Textil es 36.459 19.1 432.452 (21)
Footwear 7.767 19.0 14.951 (36)
Clothing 58.568 (19.1) 33.669 (54)
Furni ture 23.248 19.3 9.813 73
Printed Products 33.445 18.4 135.049 58
Leather Goods 96.350 19.1 12.851 45
Rubber Goods 19.190 (19.1) 61.139 (37)
Chemical Fertilisers 1.405 11.4 74.713 (9)
Petroleum Products 3.119 (0) 1442.088 (25)
Other Chemicals 314.307 (11.4) 752.972 29
Non Metall i c
Minerals 41.560 19.9 94.995 9
Basic Metal
Products 352.042 3.3 487.201 26
Metal Products 103.751 17.4 198.953 36jvlachi nery 162.727 (17.4) 1444.916 36
Electrical Products 78.784 (17.4) 268.320 35
Vehicle Assembly 26.742 (17.4) 497.501 29
Other Transport
Goods 185.501 (17.4) 179.346 41
Misc. Manufactured 113.964 (17.4) 395.587 45
Sub Total 5921.591 11.1 6602.835 30.9
Other Goods and
Servi ces 3742.4 0 5065.2 0
Total Visible &
Invisible Trade
(June Years) 9664.0 6.8 11668.0 17.5
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TABLE B.1. continued
SOURCES
1. Exports, Imports, External Trade Statistics, Department of
Statistics, Wellington.
2. Export subsidies, see text.
3. Nominal Protection Coefficients, 1978/79 Strategy for Growth,
NZ .Planning Council, Wellington. See text for 1982/83 values.
FOOTNOTES
1 The Agricultural Sectors are defined here as the farm and
processing industries based on pastoral farming producing beef,
sheepmeats, wool and dairy products.
2 Values in brackets are assumed to be the same rate of
protection as for similar products.
3 Taken from Stewart Report (1985)
TABLE B.2.
ASSISTANCE TO SHEEPMEAT SECTOR
($ millions current)
1954/55 1959/60 1965/66 1971/72 1976/77 1979/80 1980/81 1981/82 1982/83 1983/84 1986/87 (Forecast)*
Value of Output (Gross
(1982/83 weights)
Revenue) 131.2 206.0 296.8 335.7 666.5 923.8 1042.8 992.0 1100.8 1177 .0 1100.8
Value Added 74.4 109.5 156.9 181.3 351.2 281. 7 320.5 280.9 337.6 219.9 337.6
SMP Exports Effect
- - - - - - -
45.000 156.000 223.000 0
SMP Domestic Effect - - - - - - - 8.403 26.809 41. 544 0
SMP Total Effect 53.403 182.809 264.544 0
Meat Inspection 0.128 0.188 1.187 0.859 8.343 19.152 20.772 29.631 33.567 33.241 15
Meat Industry Hygiene
Grants
- - - - -
0.800 1.390 1.025 1.254 1.158
------- ------- ------- ------- ------- ------ ------ ------ ------- -------
Total Assistance on
Output 0.128 0.188 1.187 0.859 8.343 19.952 22.162 84.059 217.630 298.943 15
Assistance on Input
Fertiliser 0.278 0.186 0.466 8.160 26.555 15.150 14.154 12.468 11.422 11.083 0 (,
Livestock Incentive \J
Scheme
- - - - -
0.627 1.839 3.501 3.451 4.847 0
Agricultural Pest Control 0.237 0.246 0.415 0.416 0.017 0.976 1.137 0.990 0.979 1.239
Misc. Payouts 0.090 0.295 0.076 0.929 0.041 1. 537 1.389 1.348 1.401 1.587
----- ----- ----- ----- ------ ------ ------ ------ ------ ------
--
Total Assistance on Inputs 0.605 0.727 .957 9.505 27.413 18.290 18.519 18.307 17.254 18.756 19
Assistance to Value Added Factor
Advisory Services 0.132 0.179 0.192 0.363 0.674 1.123 1.554 1. 733 1.920 2.243
Labour n.a. n.a. n.a. n.a. n.a. 2.972 2.282 3.135 3.437 3.566
Agricultural Research 0.126 0.238 3.953 1.231 2.802 5.216 7.517 8.333 9.007 10.685
Agricultural Quarantine n.a. n.a. n.a. n.a. n.a. 0.464 0.637 0.668 0.723 0.964
Animal Health 0.166 0.267 0.115 0.958 2.011 1.201 1. 744 1.699 2.072 1.514
Interest Concessions 0.135 0.269 0.545 0.565 1.029 5.92 10.46 13.00 19.6 46.033 0
Taxation Concessions 0.1 0.4 3.7 3.5 13.7 23.7 18.1 22.0 14.5 27.6 0
Special Payment to Sheep
& Cattl e - - - - - 0.025 0.004
Payment to Agr Allied
Organisations 0.018 0.015 0.072 0.802 0.595 0.279 0.393 0.468 0.386 0.50
Total Assistance to Value
Added Factors 0.5 1.5 8.6 7.4 20.8 39.6 42.0 49.7 50.5 92.2 16.5
Nominal Rate of Assistance 0.1'.1', o.n; 0.4% 0.3% 1.3% 2.2% 2.2% 9.3% 24.6% 34.0% 1%
Effective Rate of Assistance 2% 2% 7'.t 10% 18% 32% 30% 85% 278% large 17%
Source: Based on Gibson (1984), Lattimore (1984) and Lattimore and Wood-Belton (1986)
* Forecast on the basis of estimates by Stonyer (1985) for Tables B.2. to B.5.
0.1%
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ASSISTANCE TO WOOL SECTOR
($ millions current)
1954/55 1959/60 1965/66 1971/72 1976/77 1979/80 1980/81 1981/82 1982/83 1983/84 1986/87 (Forecast)
Value of Output (Gross
(1982/83 weights)
Revenue) 190.2 235.9 291.9 218.6 674.3 1013.9 1010.3 1213.5 1163.2 1198.4 1198.4
Value Added 107.6 132.3 141.2 113.8 303.7 309.2 310.4 384.3 231.7 303.7 303.7
Assistance on output
SMP Exports Effect
SMP Domestic Effect
SI'1P Total Effect
- - - -
- - -
148.000 197.000 80.000
Total Assistance on
Output 148.000 197.000 80.000
Assistance on Inputs
Fertiliser Subsidies 0.404 0.213 0.458 5.310 26.865 26.140 20.498 19.761 16.514 14.863 0
Livestock Incentive
Scheme - - - - - 1.083 2.663 5.549 4.989 6.499 0 ~
Agricultural Pest 0
Control 0.345 0.282 0.409 0.271 0.827 1.684 1.646 1.570 1.416 1.662
Misc. Payouts 0.037 0.059 0.073 0.604 0.039 2.646 1.999 2.075 1.985 2.119
Total Assistance on
Inputs 0.786 0.554 .940 6.185 27.731 31.552 26.806 28.955 24.904 25.143 3.7
Assistance to Value Added Factors
Advisory Services 0.192 0.205 0.189 0.236 0.682 1.937 2.250 2.748 2.776 3.008
Labour n.a. n.a. n.d. n.a. n.a. 2.972 2.282 3.135 3.437 3.566
Agricultural Research 0.202 0.249 4.063 1.061 2.993 7.486 9.067 10.622 11. 207 12.279
Agricultural Quarantine n.a. n.a. n.a. n.a. n.a. 0.800 0.922 1.058 1.045 1.294
Animal Health 0.242 0.306 0.113 0.624 2.035 2.073 2.525 2.692 2.995 2.030
Interest Concessions 0.195 0.309 0.538 0.368 1.528 7.112 13.103 21.433 27.943 32.869 0
Taxation Concessions 0.2 0.5 3.7 2.1 13.8 24.4 18.3 23.0 14.6 28.0 0
Special Payment to Sheep
&Cattle
- - - -
-
0.025 0.004
Payment to Agr Allied
Organisations 0.026 0.018 0.071 4.334 2.602 0.481 0.540 0.646 0.558 0.671
Total Assistance to Value
Added Factors 1.0 1.6 8.7 8.7 23.6 48.2 50.0 65.3 64.5 83.7 22.8
Nominal Rate of Assistance 0% 0% 0% 0% 0% 0% 0% 13.9% 20.4% 7.0% 0%
Effective Rate of
Assistance 2% 2'1, 7% 14% 19'1, 29'1, 27% lln 2924% 95'1, 9'1,
Source: Based on Gibson (1984), Lattimore (1984) and Lattimore and Wood-Belton (1986)
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TABLE B.4.
ASSISTANCE TO BEEF
($ millions current)
1954/55 1959/60 1965/66 1971/72 1976/77 1979/80 1980/81 1981/82 1982/83 1983/84 1986/87 (forecast)
(1983/84 weights)
Value of Output (Gross
Revenue) 78.8 127.9 178.3 34~ .1 741.8 1286.8 1173.4 1159.61 1490.2 1412.8 1412.8
Value Added 49.2· 68.5 94.7 181.3 391.6 393.2 360.7 357.8 475.6 358.6 358.6
Assistance on output
SMP Exports Effect - - - - - - 0.500 30.000 42.000
SMP Domestic Effect - - - - - - 0.200 13.063 16.287
----
SMP Total Effect - - - - - - 0.700 43.063 58.289
~lea t Inspecti on 0.U56 0.083 0.522 0.378 3.670 8.424 9.137 13.034 14.765 14.622 6.0
Meat Industry Hygiene
Grants
- - - - -
0.602 0.923 0.727 0.799 0.607 0.6
------ ------ ------ ------ ------ ------ ------ ------ ------ ------ ---
Total Assistance on
Output 0.056 0.U83 0.522 0.378 3.670 9.026 10.759 56.824 73.859 15.229 6.6
Assistance on Input
Fertiliser Subsidies 0.088 0.052 0.120 1.744 6.918 5.381 4.444 3.571 3.568 3.313 0 ~
Livestock Incentive I-
Scheme
- -
- - - 0.829 1.791 3.466 3.988 4.780 0
Agricultural Pest
Control U.143 0.153 0.250 0.423 0.909 1.289 1.107 0.980 1.132 1.222
Misc. Payouts 0.040 0.183 O.S17 0.945 0.046 2.029 1.353 1.335 1.620 1.566
------ ------ ------ ------ ------ ------ ------ ------ ------ ------ --
Total Assistance on Inputs 0.271 0.388 0.887 3.112 7.873 9.528 8.696 9.352 10.308 10.881 11
Assistance to Value Added Factors
Advisory Services 0.080 0.111 0.116 U.370 0.750 1.483 1.513 1. 716 2.219 2.212
Labour n.a. n.a. n.a. n.a. n.a. 0.932 0.766 1.015 1.154 1.235
Agricultural Research 0.070 0.141 2.386 1. 271 3.117 6.889 7.322 8.250 10.409 10.539
Agricultural ~uarantine n.a. n.a. n.a. n.a. n.a. 0.612 0.620 0.661 0.836 0.951
Animal Health 0.100 0.166 0.069 0.974 2.237 5.730 7.633 8.606 9.713 9.489
Dairy Beef Scheme - - - - 0.708 0.676
Interest Concessions 0.082 0.169 0.330 0.576 2.476 6.002 8.874 14.565 22.109 24.101 0
Taxation Concessions 0.9 1.3 2.7 6.7 19.5 48.9 16.9 17.3 9.7 44.5 0
Special Payment to Sheep
& Cattl e
- - - - -
0.019 0.003
Payment to Agr Allied
Organisations 0.011 0.010 0.043 0.815 0.662 0.368 0.363 0.404 0.446 0.493
Total Assistance to Value
Added Factors 1.2 1.9 5.6 10.7 29.5 71.6 44.0 52.5 56.5 93.4 24.9
Nominal Rate of Protection 0.1% 0.1% 0.3% 0.1% 0.5% 0.7% 0.9% 5.2% 5.2% 1.1% 0.5%
Effective Rate of Assistance 3% 3% 8% 8% 11% 24% 19% 41% 36% 36% 12%
Source: Based on (ii bson (1984), Latti more (1984) and Lattimore and Wood-Belton (1986)
7
0.
2
'1, l'.t '1,
'1, '1, '1, '1, '1, '1,
Gi timo
TABLE B.S.
ASSISTANCE TO EXPORT DAIRY
($ millions current)
1954/55 1959/60 1965/66 1971/72 1976/77 1979/80 1980/81 1981/82 1982/83 1983/84 1986/87 (Forecast)
Value of Output (Gross
(1983/84 weights)
Revenue) 243.0 283.9 358.2 461.2 809.2 1054.7 1456.5 1842.0 2030.3 1982.7 1982.7
Value Added 137.6 152.9 180.4 228.2 363.2 300.3 451. 7 592.0 656.6 513.7 513.7
Assistance on output
sr~p Exports Effect
- - -
....
- -
17.400
SMP Domestic Effect
SMP Total Effect - - - - - 17.400
Inspection & Grading 0.397 0.553 0.549 0.816 0.260 4.787 6.432 7.248 8.637 8.457 4
Total Assistance on
Output 0.397 0.553 0.549 0.816 0.260 22.187 6.432 7.248 8.637 8.457 4
Assistance on Input
Fertiliser Subsidies 0.196 0.120 0.323 4.516 16.831 13.942 11. 739 11.287 11.373 10.581 0
Livestock Incentive
Scheme
- - - -
- 0.411 0.456 1.031 0.964 1.253 ..j:>o
Agricultural Pest
N
Control 0.440 0.338 0.501 0.571 0.991 1.334 .593 1.560 1.641 1.876
Misc. Payouts 0.165 0.406 1.040 1.273 0.052 2.776 1.997 2.125 2.348 2.403
------ ------ ------ ------ ------ ------ ------ ------ ------
------ ----
Total Assistance on Inputs 0.801 0.864 1.864 6.350 17.874 18.462 15.785 16.003 16.326 16.113 16
Assistance to Value Added Factors
Advisory Services 0.302 0.325 0.310 0.616 0.855 2.218 3.096 3.767 4.509 4.549
Labour n.a. n.a. n.a. n.a. n.a. 3.146 2.594 3.451 3.936 4.221
Agricultural Research 0.265 0.333 4.950 1.955 3.682 6.487 8.919 10.675 12.344 13.330
Agricultural Quarantine n.a. n.a. n.a. n.a. n.a. 0.634 0.892 1.052 1.212 1.460
Animal Health 0.309 0.367 0.139 1.313 2.439 6.910 9.272 12.627 10.911 10.326 0
Interest Concessions 0.303 0.494 4.311 5.110 23.175 48.228 64.505 54.352 67.320 100.230 0
Taxation Concessions 0.5 0.9 5.4 11.2 27.8 45.1 46.2 72.8 78.5 50.5
Special Payment to Sheep
& Cattle
- - - - -
0.019 0.004
Payment to Agr Allied
Organisations 0.033 0.021 0.086 1.099 0.722 0.381 0.523 0.642 0.647 0.758
Total Assistance to Value
Added Factors 1.7 2.4 15.2 21.3 58.7 113.1 136.0 159.4 179.3 185.4 34.1
Nominal Rate of Assistance 0.2% 0.2% 0.2% 0.2% 0% 2.a 0.4% 0.4% 0.4% 0.4% 0.2%
Effective Rate of Assistance 2% 3% 10% 13% 22% 59% 37% 32% 32% 43% 11%
Source: Based on Gibson (1984), Lattimore (1984) and Lattimore and Wood-Belton (1986)
In
i ( ),
5. Import Protection
The nominal rates of import protection for each sector for the
periods 1955/58 to 1978/79 are taken from EMG (1985). The rates for
1983/84 are estimated from import licence premium information for
rounds 13-27 from the Department of Trade and Industry. This data was
classified according to a concordance of tariff codes and industrial
output less exports given in OTI (1985). The average premium value was
used for the latest tender round for each item open to tender. In many
cases this was zero in the latest rounds. All tenders of partial
categories (termed IEx l in the item codes) were excluded to prevent
bias and the OTI (1985) domestic use weights were used to aggregate
from the 7 to the 2-digit level used here.
It is important to recognise that the procedure used tends to
bias the level of import protection downwards. First, some protection,
notably for oil and petroleum products is derived from special
importing and domestic profit and pricing arrangements. In the absence
of detailed research in this area a rate of 25 percent has been assumed
for petroleum products for the period 1983/84 based on the ratio of
retail bulk prices for diesel oil in New Zealand and the United States
in 1984.
A second source of bias arises from special import regimes that
have negotiated in IIndustry Plans l • In some cases competing imports
are not subject to import quota tender procedures and hence are
excluded from the estimates in Table B.1.
Effective rates of assistance are taken from EMG (1984),
Treasury (1984) and Tables B.2. to B.5. This data is reproduced in
Table B.8. and B.9.
6. Weighting Procedures
The trade weighted protection rates (current account basis) are
given at the bottom of Table B.1 for the purposes of estimating the
incidence of protection described in Appendix A.
Trade weighted rates on a trade account basis are used in the
texts to measure inter-sectoral neutrality. For this purpose, domestic
use (importables) or output (exportables) would be preferable to trade
weights but time did not allow this additional computation to be made.
TABLE B.6.
CONCORDANCE AGRICULTURAL SECTORS
Sector
Sheepmeats
Wool
SITC
011.21.01 to 011.22.91
011.60.01 to 011.60.39
268.10.01 to 268.20.21
268.61.00 to 268.70.00
613.00.01, 613.00.11
613.00.21, 613.00.31
651.26.01 to 651.28.09
659.21.01 to 659.49
CCCN
02.01.000.01 to 02.01.000.36
02.01.000.71 to 02.01.000.86
53.01.000.01 to 53.01.000.51
53.03.000.00 to 53.05.000.09
43.02.000.01, 43,02.000.11
53.05.000.01 to 53.07.000.11
53.10.000.01 to 53.07.000.19
58.01.000.01 to 58.02.000.69
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TABLE B.7.
CONCORDANCE INDUSTRIAL SECTOR
SECTOR
Beverages and Tobacco
Other Textiles
Footwear
Clothing
Furni ture
Printed Products
Leather Goods
Rubber Goods
Chemical Fertiliser
Petroleum Products
Other Chemicals
Non-Metallic Minerals
Products Basic Metals
~letal Products
Machi nery
Electrical Products
Vehicle Assembly
Other Transport Goods
Miscellaneous
SITC
11 ,12
65a
85
84
82
892
61
62
56
33
51-55, 57-59
66
67,68
69
71-76 d
71 or 77
73 or 78
79
81,83,87,88
&89 (except 892)
CCCN
22,24
50-52, 54-60
62,63
64
61
94
49
41,42
40
31
27
28-30, 32-38
25
73-76, 78-81b
73.21 - 13.~0
82, 83
84 c
85c
87
86, 88, 89
39,66,67,70,71
90-93, 95-99
(a) Except SITC 651.21.000 to 651.23.09, and 659.21.01 to 659.49.39
(b) Some overlap exists between products, basic metals and metal
products
(c) Some Overlap exists between machinery and electrical products
(d) For the years 1978/79 and 1982/83, IIMachi neryll i ncl udes SITC
Divisions 71-76, for all other years valuation fell under the SITC
Division 71, "Machinery, other than electric."
TABLE B.8.
EFFECTIVE RATES OF ASSISTANCE FOR IMPORTABLES
PERIOD
Sector 1955/58 1964/67 1972/73 1978/79 1982/83
Percent
Beverages etc. -31 -10 61 21
Other Textiles 41 196 67 45 221
Footwear 57 99 69 51
Clothing 124 1105 169 140
Furniture 92 200 41 -29 74
Printed Products 16 29 -19 -12 45
Leather Goods 37 193 -112 84
Rubber Goods 22 91 111 68
Chern. Fertiliser -24 -30 -2 9
Petroleum Products 43 -39 -66 -48
Other Chemicals 46 76 105 77
Non-Metallic Min. -15 14 23 17
Basic Metal Prods. -6 162 10 3
Metal Prods. 83 617 100 74
Machinery 136 99 57 81
Electrical Prods. 117 406 365 81
Vehicle Assembly 2428 102 -165 41
Other Transport 39 33 50 41
Misc. Manufact. 69 186 93 77
Source: EMG (1984) and Treasury (1984 ), p.142
Sector
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TABLE B.9.
EFFECTIVE RATES OF ASSISTANCE FOR EXPORTABLES
PERIOD
1955/58 1964/67 1971/73 1978/80 1983/84
percent
Agri culture
Sheepmeats 2 7 10 32 large
Wool 2 7 14 29 95
Beef 3 8 8 24 36
Dai ry 2 10 13 59 43
Beverages etc
Other Texti 1es
Footwear 44
Clothing 39
Furniture 16
Pri nted Products 35
Leather Goods 90
Rubber Goods
Chern. Fertiliser
Petroleum Products a
Other Chemicals
Non-Metallic Min. 32
Basic Metal Prods. 1
Metal Prods. 38
Machi nery
Electrical Prods.
Vehicle Assembly
Other Transport
Misc. Manufact.
Source: The agricultural sector rates are taken from Tables B.2.
B.5. Other rates are from Treasury (1984), p.113.
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